Salient Points
Private investment remained high in developing countries in 1996 relative to the 1970s and 1980s, but there was a slight decline relative to 1995. As can be seen in Figure 1 , the GDP weighted average declined by about 2 percentage points, putting it back to the level of 1993. In contrast, the simple average experienced only a negligible decline in 1996, a reflection of the importance of two countries -Indonesia and Republic of Korea, both economically large countries with high levels of private investment -on the global sample. Data for those two countries for 1996 is not yet available and so they are not included in the average for that year, but are included in previous years. Excluding those two countries from the weighted average for the previous year produces a global average that declined only marginally in 1996 from its 1995 value. Without those two countries included in the previous year, the simple average continued its upward trend in 1996.
Figure 2 presents the complement to private investment: public investment. Like private investment, public investment also declined in 1996 to 5.7 percent of GDP, down from 6.5 percent in 1995 and an average of 8.2 percent for the 1980s. As in the case of private investment, the public investment average was brought down in part owing to the exclusion of Indonesia and Republic of Korea from the sample; both of 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 % of GDP Weighted average Simple average those countries had levels of public investment above the global average. Overall, public investment rates have been declining since the early 1980s.
These global averages mask wide disparities both in levels of private and public investment and in the changes in those averages within the different regions, as seen in Figures 3-6. East Asia remained the region with the highest level of private investment, a level that increased even further in 1996 (see below). Significant increases in private investment occurred in South Asia, with Europe, Middle East, and North Africa (EMENA) and Sub-Saharan Africa also posting marginal gains over the previous year. These four regions each achieved levels of private investment higher than had been experienced for several years. In contrast, private investment declined in Latin America for the second year in a row, but it remains above the average for the 1970s and 1980s.
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East Asian private investment increased by 2.2 percentage points of GDP in 1996. This increase, however, is strongly influenced by the exclusion of Indonesia from the sample in 1996; Indonesian private investment equaled 19.3 percent of GDP in 1995, well below the regional average. Thailand remained the country with the highest level of private investment in the region in 1996 -32.9 percent of GDP -down 1.2 percentage points from its 1995 value, but roughly equal to its overall average for the 1990s. Malaysia also experienced a decline in private investment to 29.2 percent of GDP, but that level remains well above the country's average for the 1990s.
Public investment in East Asia declined marginally in 1996 relative to 1995, but remains well above the average of the last 27 years. Regional public investment is also well above the global average. The decline in 1996 reflects primarily the absence of Indonesia and Republic of Korea from the sample, both of which had above average levels of public investment in previous years. Thai public investment continued its upward trend, reaching a level of 9.2 percent of GDP, its high for the decade. Papua New Guinea continues to have the lowest level of public investment in the region.
South Asian private investment increased in 1996 to 15.3 percent of GDP from 14.7 percent in 1995. Investment increased in each of the three countries in the region, but investment remained below the global average, except in India. Economic reforms and strong growth helped to push up the rate of private investment in India in 1996 to 16.8 percent of GDP, the first time that India has been above the global average since we have been compiling statistics.
Public investment in South Asia declined by 0.8 percent of GDP in 1996, which continues the region's overall decline in the 1990s. Public investment is now below the average level for the 1970s and 1980s. The regional decline has been a result of sharp declines in India and a marginal decline in Pakistan, Bangladesh having increased its public investment over the last two decades.
Latin America and the Caribbean
Private investment in Latin America declined in 1996 to 14.7 percent of GDP, its lowest level since 1993. The decline reflected the sluggish economy in Brazil, where investment fell by 1.5 percent of GDP to its lowest level since 1992. Investment increased marginally in Argentina, but remained flat in Mexico. Within the region, Chile, Panama and Peru were the countries with the highest levels of private investment. Venezuela experienced the lowest level of private investment in the region.
Public investment in Latin America remained roughly flat in 1996 and well below the levels of the 1970s and 1980s. Declines in public investment have been particularly sharp over the last three decades in Argentina, following a significant reform program, and in Brazil, Chile, Mexico and Peru. Public investment has increased notably in Colombia and Venezuela.
Europe, Middle East, and North Africa
The region experienced a further increase in private investment in 1996, bringing the region to its highest level in the current decade, well above the averages for the 1970s and 1980s. This increase reflects in large part the performance of Turkey, which is the largest economy in the group. The regional weighted average remains nearly 2 percent below the global average. Within the region, Turkey had by far the highest level of private investment, more than 8 percent above the second place Romania.
Public investment also declined in 1996 in the region, bringing the average to its lowest level this decade. The regional average remains well above the global average, however, being influenced by the high levels of public investment in Poland, Romania and Slovenia.
Sub-Saharan Africa
On average, private investment increased marginally in Sub-Saharan Africa in 1996, putting the region at its highest level of private investment in this decade, but below the level of the 1970s and 1980s. Mauritius remains the country with the highest level of private investment in the region, although that level has declined sharply since 1990. Private investment has recovered in South Africa from its low in 1993, but remains below the levels of the 1970s and 1980s. Malawi had the lowest levels of private investment in the region, although it recovered sharply from the low experienced in 1994.
Public investment in Africa remained at roughly the same level as in 1993-95, which is less than half that of the 1970s. Especially notable is the sharp decline in public investment in South Africa, placing that country along with Côte d'Ivoire among the countries with the lowest public investment in the region. Kenya now has the highest level of public investment in the region, up sharply from the average of 1991-95 and above the level of the previous two decades.
Comparisons with Developed Country Levels of Investment
The level of private investment in developing countries has grown over 1970-96, with a notable increase over 1985-96. This section compares the level and trend of private investment in developing countries to the levels observed in four of the largest developed countries: Japan, Germany, the United Kingdom and the United States (henceforth G4).
Figure 7 presents private investment levels for each of the G4 countries over 1980-96. Japan had the highest level of private investment for most of the sample period, although the collapse of the bubble economy reduced investment in recent years. Japan is followed by Germany, which has maintained a fairly constant level of private investment over time. Both Japan and Germany had levels of investment that exceeded our global average for developing countries. In contrast, private investment levels for both the UK and US were below our global developing country average in recent years.
Figure 8 presents public investment levels for the G4 countries over 1980-96 and for the (GDP-weighted) developing country average. With the exception of Japan, public investment in the G4 countries has been either flat or declining for the last several years. Japan had the highest level of public investment over the entire sample period, with the UK having the lowest levels since 1985. With the exception of Japan 
Domestic Capital Markets as Sources of Private Investment
Private investment is financed from a variety of sources. Household investment is financed primarily by personal savings and bank (and nonbank) lending. Financing for private corporate investment is more varied, coming from several different sources, both internal and external to the firm. Retained earnings can represent an important source of financing for profitable companies, but Singh (1995) reports statistics that suggest that extra-firm financing is an important source of capital as well, as much in developing as in developed countries. External sources include bank lending and the issuance of corporate debt obligations (henceforth bonds) and equity (henceforth stocks) in both domestic and international markets. A previous edition of Trends -Glen and Sumlinski (1994) -examined the role of international capital markets in financing private investment. This section complements that work by examining the role of domestic capital markets as sources of finance for private corporate investment. Table 1 presents aggregate statistics on private sector issuance activity in corporate bonds and stocks in three groups of countries: 23 emerging markets, the 4 Asian Tigers and the G4 countries.
a The statistics provide an aggregate picture of the level of activity in each of these groups of countries over the period 1980-95, and three subperiods. The statistics are presented in US dollar terms, and as a percentage of GDP, in order to allow comparisons across regions and time. Net bank lending to the private sector is included to provide a benchmark for the private capital markets.
Globally, corporate bonds were the larger of the two components, having grown from $1.3 trillion over 1980-85 to $6.2 trillion over 1990-95. Of that amount, the largest part by far was in the G4 countries, which accounted for 96 percent of the total amount issued globally. In dollar amounts, the G4 were followed by the Asian Tigers, which issued a total of $262 billion over the sample period, with the Emerging Markets well behind with only $162 billion issued. The markets in all three groups of countries increased rapidly over time, with the Asian Tiger bond markets growing by nearly 900 percent between the first and third subperiods. In percentage terms, the Emerging Markets grew by an even larger 1300 percent, but from a much smaller base.
Stock markets have not represented as important a source of capital as bond markets in any of the three sets of countries. The total amount raised in the stock markets, $1.9 trillion, is small in comparison to the amount raised in the corporate bond markets. It is notable, however, that the stock markets played a relatively more important role in the Emerging Markets than did the bond markets, the only group of a The economies in each category are: Emerging Markets --Argentina; Brazil; Chile; China; Colombia; Hungary; India; Indonesia; Jordan; Malaysia; Mexico; Pakistan; Peru; Philippines; Portugal; Thailand; Tunisia; Turkey; and Venezuela; Asian Tigers --Hong Kong, China; Republic of Korea; Singapore; and Taiwan, China; G4 --Germany; Japan; the United Kingdom; and the United States.
countries in which that was true, and that stocks were more important than bonds as a source of private investment in each of the three subperiods.
While the absolute dollar amounts raised in Emerging Markets are much smaller than in the G4, the economies involved are themselves also much smaller. To put these amounts into perspective, the right-hand side of Table 1 presents the amounts raised relative to the countries' GDPs. Viewed in this way, the amounts raised in Emerging Markets are much more significant. Corporate bond markets supplied 0.8 percent of GDP to issuers over 1991-95, up from only 0.1 percent over 1980-85. Despite that improvement, however, bonds still played only a very limited role in financing private investment, representing only about 6 percent of total private investment over 1991-95. In contrast, in the G4 countries bonds financed 51 percent of total private investment.
Relative to GDP, stock issuance has also been impressive in Emerging Markets, increasing from 0.3 percent of GDP over 1980-85 to 0.9 percent over 1991-95. That puts the Emerging Markets roughly on par with the G4 in terms of stock issues relative to GDP, but, like bonds, stock issues were not important sources of financing, representing only about 7 percent of total private investment over 1991-95. This was, however, slightly above the G4 level of 5 percent.
Although capital market activity has grown substantially over the period 1980-95, it remains much smaller than net bank lending to the private sector. As presented in the lower third of Table 1 , for all countries in the sample bank lending accounted for 7.3 percent of GDP over 1980-95, more than 60 percent greater than total domestic capital market financing. The disparity is even more pronounced in Emerging Markets, where banks provided financing equivalent to 4 percent of GDP over 1980-95, compared to only 1 percent for the capital markets. In contrast, bank lending in the G4 countries, at 7.3 percent of GDP, was slightly less than the 7.6 percent of GDP raised in the capital markets.
To summarize, capital markets activity, both stock and bond markets, have grown in importance globally over the period 1980-95. That growth has been notable in the emerging markets, where stock markets now raise as much financing as a percentage of GDP as in the G4 countries. But capital markets, especially bond markets, still played only a limited role in financing private investment in emerging markets, and banks remained a more important source of financing. a These averages are calculated using GDP weights for each year and then taking the simple average across years. b Defined as the change in credit by deposit money bank credit to the private sector (IMF IFS line 22d).
Appendix 1 Methods and Sources

Fixed Investment Data
National accounts normally do not break down gross domestic investment into its private and public sector components. Private investment is defined in this publication as the difference between total gross domestic investment (from national accounts) and consolidated public investment. Consolidated public investment data for each country were compiled mainly from World Bank Country Economic Memoranda, Public Investment Reviews, Public Expenditure Reviews, and other World Bank country reports. They reflect efforts by World Bank missions to compile public sector data. Where World Bank data are not available, country data were used.
The countries included in this edition represent all the developing countries for which the relevant data are available. Minor changes were made in the last two or three years for most countries as a result of revisions in their national accounts data. Updates are not available through 1996 for Indonesia and Republic of Korea.
TableA2.1 in Appendix 2 presents investment figures for each country, including total fixed investment (GDFI/GDP); private fixed investment (PRIVATE I/GDP); and public fixed investment (Public I/GDP). The ratios are computed using local currency units at current prices. Weighted averages are calculated using country GDPs (in U.S. dollars) for included countries in each year as weights. Weighted and simple averages for each region are shown in 
